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Board of Directors
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 4, 2021,
on our consideration of Ability Alliance of West Alabama, Inc.’s internal control over financial reporting and
on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance., That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Ability Alliance of West Alabama, Inc.’s
internal control over financial reporting and compliance.

Certified Public Accountants
Tuscaloosa, Alabama

February 4, 2021



Ability Alliance
of West Alabama

1002 McFarland Blvd Suite K
Northport, AL 35476

Ability Alliance of West Alabama, Inc.
Management’s Discussion and Analysis (Unaudited)

The following is Ability Alliance of West Alabama, Inc. (the “Organization”) Management’s Discussion and
Analysis (MD&A) of financial activities and performance for the fiscal year ended September 30, 2020 and 2019. It
provides an introduction to the Organization’s 2020 financial statements. Information contained in this MD&A has
been prepared by the Organization’s management and should be considered in conjunction with the financial
statements and related notes.

Financial Highlights
At September 30, 2020, the Organization's assets exceeded its liabilities by $479,796.

Operating revenues decreased by $159,080 and operating expenses increased by $23,142 for the year ended
September 30, 2020. Operating expenses exceeded operating revenues by $135,602 in 2020. Nonoperating
revenues exceed nonoperating expenses by $224,977 in 2020.

Net position increased by $89,375 in 2020.
Overview of Financial Statements

The annual report consists of three parts — MD&A (this section), the basic financial statements, and the notes to the
financial statements, which explains some of the information in the statements and provides more detailed data. The
basic financial statements include a statement of net position; statement of revenues, expenses and changes in net
position; and statement of cash flows. This report also includes additional information in the form of a schedule of
revenues, a schedule of expenses, and a listing of the Organization’s Board of Directors and Officials.

Understanding the financial trend of the Organization begins with understanding the statement of net position and
the statement of revenues, expenses, and changes in net position. These two reports show the Organization’s net
assets and changes in them during 2020 and assist in evaluating the Organization’s sources of revenue and nature of
expenses. The Organization’s net position equals its assets minus its liabilities. Over time, increases or decreases in
the Organization’s net position are a good indicator of whether its financial strength is improving or deteriorating.

The statement of net position and statement of revenues, expenses, and changes in net position include all of the
assets and liabilities of the Organization using the accrual basis of accounting. All of the current year’s revenues
and expenses are taken into account regardless of when the cash is received or paid by the Organization.



Financial Analysis of the Organization

Condensed financial data as of September 30, 2020 and 2019 is as follows:

2020 2019
Current assets $ 525,422 $ 404,364
Depreciable capital assets, net 22,316 28.957
Total Assets $ 547,738 S 433,821
Current liabilities $ 60,661 $ 29,497
Long-term liabilities 7.281 13.903
Total Liabilities $ 67,942 $ 43,400
Unrestricted net assets $ 462,867 $ 374,289
Investment in capital assets 16,929 16,132
Total Net Position $ 479,796 $ 390,421

Total assets at September 30, 2020 increased by approximately $114,000 compared to 2019. Accounts receivable at
September 30, 2020 were $85,000, net of an allowance of $17,000, and $130,000, with no allowance at
September 30, 2019. The decrease in accounts receivable is primarily due to a decrease in overall revenues.
Receiving Paycheck Protection Program funds and other miscellaneous COVID-19 related grants contributed to the
overall increase in cash at year-end 2020 by $165,000 as further demonstrated in the Statement of Cash Flows.
Total liabilities at September 30, 2020 increased by $25,000 from 2019.

A summary of the Organization’s revenues, expenses, and changes in net position for the years ended September 30,
2020 and 2019 is as follows:

2020 2019
Operating revenues $ 1,094,331 $ 1,253,411
Operating expense 1,229,933 1,206,791
Operating income (loss) (135,602) 46,620
Non-operating revenues, net 224,977 23.992
Increase in Net Position 89,375 70,612
Net Position — Beginning of Year 390.421 319.809
Net Position — End of Year $ 479,796 $ 390,421




Overall, 2020 operating revenues decreased by $159,000. These revenues are primarily associated with the
Organization’s DMH service contract where a portion of the revenue is funded by Federal Medicaid and a portion is
funded by a state match. Units of services were down by approximately 15,000 units, and the rate of charge for each
unit stayed the same at $5.28. In addition, the special medical supplies and equipment program ended in December
of 2019.

Program services within the Organization consist of payment for case management and administration. Expenses
associated with case management for program services were approximately $1,069,000 and $1,059,000 for the years
ended September 30, 2020 and 2019, respectively. Administrative expenses associated with the management of the
Organization were approximately $161,000 and $148,000 for the years ended September 30, 2020 and 2019,
respectively. Organization-wide operating expenses for the years ended September 30, 2020 and 2019 were
approximately $1,230,000 and $1,207,000, respectively. Thus, total operating expenses increased by $23,000 in
2020. Operating expenses during 2020 increased primarily due to an increase in contractual services. The increase
in contractual services was attributable to the Organization working with two new vendors, Awareness Therapy
Consultation and Pat Larkin Natural Supports for 2020.

The Organization’s nonoperating revenues (expenses) increased by $201,000 compared to 2019 mainly due to
receipt of Paycheck Protection Program funds and other COVID-19 related grants, as well as the last of insurance
payments regarding the office flooding. In 2019, a burst pipe caused significant flooding and damage to the office.
Insurance payments covered the repairs to the building. Insurance also provided payments for business interruption
income in order to allow the staff to work remotely. These payments are included in the Organization's other
income.

Capital Asset and Long-Term Debt Activity

As of September 30, 2020 and 2019, the Organization had $22,316 and $28,957, respectively, in capital assets, net
of accumulated depreciation. The Organization’s capital assets include equipment and furniture. Laptop computers
were the only additions in 2020. For further detail related to capital assets and long-term debt activity, see the notes
to the accompanying financial statements.

Known Facts, Conditions, or Decisions

The Organization has primarily been dependent on revenues from the DMH and the Alabama Medicaid program for
its operations. In the past twelve years, there have been numerous changes in the method of payment from the DMH
for waiver and case management services. These changes have resulted in loss of operating revenues over the years
and forced the Organization to more closely monitor its expenses.

Contacting the Organization’s Management

This financial report is designed to provide our readers with a general overview of the Organization’s finances and
to demonstrate the Organization’s accountability for the money it receives. If readers have any questions about this
report or need additional information, contact Vicki Hicks Turnage, Executive Director, Ability Alliance of West
Alabama, Inc., 1002 McFarland Blvd., Suite K, Northport, AL 35476, or e-mail to vturnage@abilityalliance.info.



ABILITY ALLIANCE OF WEST ALABAMA, INC.

STATEMENT OF NET POSITION
September 30, 2020

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Contracts receivable, net
Security deposits
Prepaid expenses

TOTAL CURRENT ASSETS

DEPRECIABLE CAPITAL ASSETS, NET

TOTAL ASSETS

LIABILITIES AND NET POSITION

CURRENT LIABILITIES:
Accounts payable
Accrued wages and related liabilities
Accrued Medicaid liability
Compensated absences, current portion
Capital lease obligation

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES:
Compensated absences, net of current portion

TOTAL NONCURRENT LIABILITIES
TOTAL LIABILITIES
NET POSITION:

Unrestricted
Net investment in capital assets

Total net position

TOTAL LIABILITIES AND NET POSITION

See Notes to Financial Statements.

$

435,470
85,383
615
3,954

525,422

22,316

547,738

9,106
16,737
28,132

1,300

5,386

60,661

7,281

7,281

67,942

462,866
16,930

479,796

$

547,738




ABILITY ALLIANCE OF WEST ALABAMA, INC.

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
For the Year Ended September 30, 2020

OPERATING REVENUES:
Federal grants and contracts $ 799,466
State grants and contracts 294,865
Total Operating Revenues 1,094,331

OPERATING EXPENSES:
Salaries and fringe benefits 849,592
Contractual services 155,280
Client expenses 3,905
Depreciation 11,741
Office and data processing 47,770
Other 161,645
Total Operating Expenses 1,229,933

Operating Loss (135,602)

NONOPERATING REVENUES (EXPENSES):

Interest income 391
Miscellaneous income 225,532
Interest expense (946)
Total Nonoperating Revenues (Expenses) 224,977
Increase in Net Position 89,375

NET POSITION, beginning of year 390,421
NET POSITION, end of year $ 479,796

See Notes to Financial Statements.



ABILITY ALLIANCE OF WEST ALABAMA, INC.

STATEMENT OF CASH FLOWS
For the Year Ended September 30, 2020

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from grants and contracts $ 1,150,229
Payments to suppliers and others (343,902)
Payments to employees (853,349)

NET CASH USED IN OPERATING
ACTIVITIES (47,022)

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Other receipts 225,532

NET CASH PROVIDED BY NONCAPITAL
FINANCING ACTIVITIES 225,532

CASH FLOWS FROM CAPITAL AND RELATED

FINANCING ACTIVITIES:

Acquisition of capital assets (5,100)
Principal paid on capital debt (7,439)
Interest paid on capital debt (946)

NET CASH USED IN CAPITAL AND
RELATED FINANCING ACTIVITIES (13,485)

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest received 391

NET CASH PROVIDED BY INVESTING
ACTIVITIES 391

NET INCREASE IN CASH AND CASH EQUIVALENTS 165,416

(continued)

See Notes to Financial Statements.



ABILITY ALLIANCE OF WEST ALABAMA, INC. 10

STATEMENT OF CASH FLOWS
For the Year Ended September 30, 2020

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

NET INCREASE IN CASH AND CASH EQUIVALENTS (brought forward) $ 165,416
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR: 270,054
CASH AND CASH EQUIVALENTS, END OF YEAR: $ 435,470

RECONCILIATION OF NET OPERATING REVENUES (EXPENSES) TO
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES:
Operating loss $  (135,602)
Adjustments to reconcile operating loss to net cash provided by
(used in) operating activities:

Depreciation 11,741
Provision for doubtful accounts 17,166
Change in assets and liabilities:
Decrease in receivables 27,766
Increase in prepaid expense (74)
Increase in payables 7,606
Increase in accrued Medicaid liability 28,132
Decrease in accrued liabilities (3,757)
NET CASH USED IN OPERATING ACTIVITIES $ (47,022)

See Notes to Financial Statements.
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NOTES TO FINANCIAL STATEMENTS
September 30, 2020

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Operation and Nature of Activities

Ability Alliance of West Alabama, Inc. (the “Organization”), a not-for-profit organization formed in 1994,
was established under the provisions of the Code of Alabama, 22-51-1 through 22-51-14, to promote the
general welfare of the people of Tuscaloosa, Bibb and Pickens Counties, within the State of Alabama by
providing comprehensive programs of community-based intellectual and other developmental disabilities
services through the effective liaison and support of the Alabama Department of Mental Health (DMH).

Accounting principles generally accepted in the United States of America (U.S. GAAP) requires that the
reporting entity include 1) the primary government, 2) organizations for which the primary government is
financially accountable and 3) other organizations for which the nature and significance of their relationship
with the primary government are such that exclusion would cause the reporting entity’s financial statements
to be misleading or incomplete. The criteria provided in the Governmental Accounting Standards Board’s
(GASB) Codification of Governmental Accounting and Financial Reporting Standards (Codification) have
been considered and as a result, the Organization has no component units. Additionally, the Organization is
not a component unit of any other entity.

Measurement Focus, Basis of Accounting and Financial Statement Presentation

The financial statements of the Organization have been prepared in conformity with accounting principles
generally accepted in the United States of America applicable to governmental units. The GASB is the
accepted standard setting body for establishing governmental accounting and financial reporting principles.
A summary of the Organization’s more significant accounting policies follows.

The Organization is engaged only in providing business-type activities. These activities are reported using
an enterprise fund, which is a type of proprietary fund. These activities are financed in whole or in part by
fees charged to external parties for goods or services. Since the Organization does not engage in
governmental activities, the Business-Type Activity (BTA) model is used. This model presents only the
financial statements required for enterprise funds.

The accompanying financial statements have been prepared using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at
the time liabilities are incurred, regardless of when the related cash flows take place. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been
met.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services in connection with a proprietary fund’s
principal ongoing operations. The principal operating revenues of the Organization are charges to
customers for services. Operating expenses include the cost of services or goods received essential to the
Organization’s operations, administrative expenses and depreciation on capital assets. All revenues and
expenses not meeting these definitions are reported as non-operating revenues and expenses.

(continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basis of Accounting and Financial Statement Presentation (continued)

Grant revenue, charges for client services, and other income associated with the current fiscal period are all
considered to be susceptible to accrual and have been recognized as revenue of the current fiscal period.

Use of Estimates

In preparing financial statements in conformity with generally accepted accounting principles, management
is required to make estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of the financial statements and revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Deposits and Investments

The Organization’s board approves all banks or other financial institutions utilized as depositories and each
proposed depository must provide evidence of its designation by the Alabama State Treasurer as a qualified
public depository (QPD) under the Security of Alabama Funds Enhancement Act (SAFE). The SAFE
program eliminates the need for an individual bank to collateralize deposits. Under the program, a bank
designated by the State Treasurer as a qualified public depository will pledge securities to the State
Treasurer for the SAFE collateral pool. In the unlikely event a public entity should suffer a deposit loss due
to QPD insolvency or default, a claim form would be filed with the State Treasurer who would use the
SAFE pool collateral or other means to reimburse the loss.

The Organization has not formally adopted an investment policy.
Contracts Receivable

Accounts receivable from DMH for services rendered to customers are reduced by the amount of such
billings deemed by management to be ultimately uncollectible.

Capital Assets

Purchased or constructed capital assets are reported at cost or estimated historical cost. Donated capital
assets are stated at their fair market value at the date of donation. The cost of normal maintenance and
repairs that do not add to the value of the asset or materially extend the asset’s life are expensed when
incurred. All acquisitions of capital assets with a cost or fair value in excess of $500 are capitalized.

Capital assets are depreciated using the straight-line method over the following estimated useful lives:

Years
Equipment and Furniture 3-7

(continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences

Employees earn time off from work annually up to a maximum accumulation based upon their tenure at
the Organization as follows:

Hours Maximum
Per Hours
Years Month Accumulation
Oto5 8 96
5to10 10 120
10 or more 12 144

Earned time off is to be used for scheduled vacation and personal leave. Employees may carry over up to
forty hours to the following year with any unused hours forfeited each December 31st. Upon departure
from employment with the Organization, the employee will be paid for all accumulated leave. The
Organization accrues its liability for such accumulated unpaid benefits when incurred in the proprietary
fund financial statements.

Net Position

Equity is classified as net position and displayed in three components in propriety fund financial
statements: net investment in capital assets, restricted net position and unrestricted net position. The
Organization first applies unrestricted resources when an expense is incurred for purposes for which both
restricted and unrestricted net assets are available.

Net Investment in Capital Assets This category is intended to reflect the portion of net assets, which are
associated with non-liquid capital assets, net of accumulated depreciation and reduced by the outstanding
balances of any notes or other borrowings attributable to those assets.

Restricted Net Position This category consists of net assets with constraints placed on their use either by
external groups, such as grantors or laws and regulations of other governments.

Unrestricted Net Position This category represents the net assets of the Organization that do not meet the
definition of “restricted” or “net investment in capital assets”. While Organization management may
have categorized and segmented portions of unrestricted net position for various purposes, the Board of
Directors has the unrestricted authority to revisit or alter these managerial decisions.

Statement of Cash Flows
For purposes of the Statement of Cash Flows, cash and cash equivalents include cash on hand, demand

deposits, and short-term investments with original maturities of three months or less from the date of
acquisition.

(continued)
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes

The Organization is a not-for-profit organization that is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code and is not a private foundation; however, the Organization is
subject to income tax for certain unrelated business activities, which generate taxable income. There was
no income tax paid on such unrelated trade or business income for the year ended September 30, 2020.

The Board of Directors evaluated the Organization’s tax position and concluded that the Organization has
not entered into any events or transactions that would disqualify its tax-exempt status and has not taken
any uncertain tax positions that would cause the Organization to incur income taxes or penalties at the
entity level. The Organization currently files an information return with the U.S. Federal jurisdiction.

Recently Issued Accounting Pronouncements

In June 2017, GASB issued Statement No. 87, Leases (“GASB 87”). The objective of this Statement is to
better meet the information needs of financial statements users by improving accounting and financial
reporting for leases by governments. This Statement increases the usefulness of governments’ financial
statements by requiring recognition of certain lease assets and liabilities for leases that previously were
classified as operating leases and recognized as inflows of resources or outflows of resources based on the
payment provisions of the contract. It establishes a single model for lease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset. Under this
Statement, a lessee is required to recognize a lease liability and an intangible right-to-use lease asset, and
a lessor is required to recognize a lease receivable and a deferred inflow of resources, thereby enhancing
the relevance and consistency of information about governments’ leasing activities. The requirements of
this Statement are effective for reporting periods beginning after July 1, 2021 with earlier application
encouraged. The Organization has not completed the process of evaluating the impact of GASB 87 on its
financial statements.

CONCENTRATIONS

The Organization receives contract revenue primarily from the Alabama Department of Mental Health.

COMMITMENTS AND CONTINGENCIES

Amounts received or receivable from grantor agencies and DMH contracts, which includes Medicaid, are
subject to audit and adjustment for compliance with various rules and regulations. Any disallowed expenses
or service claims, including claims processed and collected, may result in a liability for money previously
received or impairment of any related receivable. Relating to compliance with the rules and regulations
governing the respective grants or contracts, management did record a liability as of September 30, 2020 in
the accompanying financial statements for excess service claims collected in the amount of $28,132, with a
corresponding reduction in state grants and contract revenues.

CONTRACTS RECEIVABLE

Contracts receivable consist of $85,383, net of an allowance for uncollectible amounts of $17,166, due from
the Alabama Department of Mental Health at September 30, 2020 for services provided to eligible clients.

(continued)



5. CAPITAL ASSETS

15

Capital asset activity of the Organization’s business-type activities for the year ended September 30, 2020,

1s as follows:

Beginning Ending
Balance Additions Balance
Depreciable capital assets
Equipment $ 85,208  $ 5,100 90,308
Furniture 2,555 - 2,555
Total depreciable capital assets 87,763 5,100 92.863
Accumulated depreciation
Equipment 56,251 11,741 67,992
Furniture 2,555 - 2,555
Total accumulated depreciation 58.806 11.741 70.547
Depreciable capital assets, net ~ $ 28957 §  (6.641) $§ 22,316
Depreciation expense was $11,741 for the year ended September 30, 2020.
LONG-TERM DEBT
Long-term liability activity for the year ended September 30, 2020 is as follows:
Beginning Due Within
Balance Additions Reductions One Year
Capital leases $ 12,825 § - $ 7,439 5,386
Compensated absences 9.817 34.947 36,183 1.300
Total $§ 22642 § 34947 § 43,622 6,686

In May 2016, the Organization leased three copiers under a capital lease expiring May 2021 with an
interest rate of 9.98%. The assets and liabilities under capital leases are recorded at the lower of the
present value of the minimum lease payments or the fair value of the assets. The assets are depreciated
over the lesser of their related lease terms or their estimated productive lives. The assets acquired through

the capital lease are as follows:

Copiers $ 32,900
Less accumulated depreciation 28,513
Net $ 4,387

(continued)
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LONG-TERM DEBT (Continued)

The future minimum lease obligation and the net present value of the minimum lease payments as of
September 30, 2020 were as follows:

Year Ending
September 30, Amount Interest Principal
2021 $ 5590 $ 204 § 5,386
Total minimum lease payments 5,590
Less amount representing interest 204

Present Value of Net Minimum

Lease Payments $ 5,386

RETIREMENT PLAN

The Organization offers eligible employees a deferred compensation retirement plan, created in accordance
with Internal Revenue Code Section 457, administered by Nationwide Retirement Solutions. All full-time
employees are eligible to participate in the plan after they have been employed 90 days. Participation in the
plan is optional. Eligible employees may defer a portion of their salary until future years; however, the
assets are not available to employees until termination, retirement, or death. Benefits vest immediately.
Since October 1, 2014, the Organization no longer contributes to the plan. Employees may elect to
contribute to the plan through payroll deduction.

All assets of the plan are primarily invested in mutual funds and are held in trust for the exclusive benefit of
the plan participants. The Organization has the authority to establish or amend the plan’s provisions. Plan
assets are protected from any claims on the employer and from any use by the employer other than paying
benefits to employees and their beneficiaries in accordance with the plan.

As of October 1, 2017, the Organization offered a defined contribution volume submitter plan, created in
accordance with Internal Revenue Code Section 401, administered by Nationwide Financial Services. This
is an employer only contribution plan. All full-time employees are eligible to participate in the plan after
they have been employed 90 days. Participation in the plan is optional. Eligible employees received a
match of up to 3% of their salary based on the amount the employee contributes to the 457 plan, plus an
additional employer contribution into the plan of $91,657 at the inception of the plan. Retirement
contributions for the year ended September 30, 2020 were $12,627.

OPERATING LEASES

The Organization leases office space under an operating lease that expires in May 2022. Rental expense
under all operating leases for the year ended September 30, 2020 was $40,200.

(continued)
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8. OPERATING LEASES (Continued)

Minimum future rental payments under non-cancelable operating leases having remaining terms in excess
of one year as of September 30, 2020 are as follows:

Year Ending

September 30, Amount
2021 $ 40,200
2022 10,050

$ 50,250

9. RISK MANAGEMENT

The Organization is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters for which the Organization carries
commercial insurance coverage. The Organization's office flooded in July 2019. Their insurance
company reimbursed the Organization for certain costs incurred. The reimbursed costs have been netted
on the Statement of Expenses. The business interruption income is included in non-operating revenues.
The insurance reimbursed for the year ended September 30, 2020 and in total insurance reimbursement
from the inception of the flood were as following:

2020 Total
Total insurance payments received $ 11,997 § 51,667
Directly reimburse costs 7.243 25,154
Business interruption income $ 4754 § 26,513

10. PAYCHECK PROTECTION PROGRAM LOAN

The Organization received a loan under the Paycheck Protection Program (the “PPP loan”) established by
the Coronavirus Aid, Relief and Economic Security Act (the “CARES Act”) administered by the U.S. Small
Business Administration (“SBA”). The related principal and accrued interest is forgivable if the
Organization uses the PPP loan proceeds for eligible purposes, including payroll, benefits, rent and utilities,
and otherwise complies with PPP requirements. In order to obtain forgiveness of the PPP loan, the
Organization must submit a request and provide satisfactory documentation regarding its compliance with
applicable requirements.

Under FASB ASC 958, conditional contribution that depends on the occurrence of a specified future and
uncertain event, shall be recognized as revenue when the conditions on which they depend are substantially
met. The Organization believes that conditions have been substantially met and therefore forgiveness
income has been recognized, to the extent of the related expenses recognized, as miscellaneous income on
the Statement of Income.

(continued)
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PAYCHECK PROTECTION PROGRAM LOAN (Continued)

The Organization received the following funds during the year ended September 30, 2020:

PPP loan § 165,500

SBA Small Business Loan grant 10,000

Total received $ 175,500
SUBSEQUENT EVENTS

The Organization is exposed to market risk which can affect operating results and overall financial
condition. As a result of the COVID-19 pandemic, economic uncertainties have arisen due to business
disruption. The extent of the impact of COVID-19 on the Organization’s operational and financial
performance will depend on certain future developments, including the duration and spread of the pandemic
and impact on Organization’s customers, employees and vendors, all of which are uncertain and cannot be
predicted. Therefore, the related financial impact cannot be reasonably estimated at this time.

On January 8, 2021, the loan under the Paycheck Protection Program (the “PPP loan”) and interest in the
principal amount of $1,121.72 was forgiven under the Payroll Protection Program by the SBA.

Subsequent events have been evaluated through February 9, 2021, which is the date the financial statements
were available to be issued.



SUPPLEMENTARY INFORMATION
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SCHEDULE OF REVENUES
For the Year Ended September 30, 2020

Federal State
Government Government Other
Department of Health and Human Services' $ 799,466 $ - $ -
State of Alabama Department
of Mental Health - 294,865 -
Interest income - - 391
Miscellaneous income - - 225,532
TOTAL REVENUES $ 799,466 $ 294,865 $ 225923

' Department of Health and Human Services revenues are passed through the Alabama Medicaid Agency
pursuant to Ability Alliance of West Alabama, Inc.'s contract with the State of Alabama Department of
Mental Health.
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SCHEDULE OF EXPENSES

For the Year Ended September 30, 2020

Salaries

Employee benefits

Payroll taxes and other payroll related
expenses

Bad debt

Client expenses

Conferences and training

Contractual services

Depreciation

Equipment leases and maintenance

Insurance - general

Miscellaneous

Interest Expense

Office rent

Office supplies and data processing

Professional fees

Travel

Utilities

TOTAL EXPENSES

Program Support Total

Services Services Expenses
§ 608914 $ 68,698 $ 677,612
103,366 13,448 116,814
48,905 6,261 55,166
17,166 - 17,166
3,905 - 3,905
5,840 1,828 7,668
145,032 10,248 155,280
- 11,741 11,741
4,575 4,270 8,845
7,394 5,321 12,715
924 3,060 3,984
- 946 946
37,788 2,412 40,200
38,165 9,605 47,770
4,086 25,233 29,319
11,062 293 11,355
27,831 2,562 30,393
$ 1,064,953 § 165926 $ 1,230,879




ADDITIONAL INFORMATION
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Board of Directors and Officials (Unaudited)
For the Year Ended September 30, 2020
NAME TITLE TERM EXPIRES
Ms. Vicki Hicks Turnage Executive Director
Ms. Julia Bush Member 2022
Ms. Virginia Rogers Member 2022
Ms. April Stevens Member 2024
Mr. Marty Barrett Member, Vice President 2026
Ms. Lauren Wilson Member, President 2026
Ms. Deborah Tucker Member 2023
Ms. Barbara Patrick Member 2024
Mr. Bill Taylor Member 2023
Ms. Linda Chambers Harris Member 2024
Ms. Vernita Garriott Member 2026
Mr. Martin Naugher Member 2025
Dr. Zynnia Zafra Member, Secretary 2024
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Board of Directors
Ability Alliance of West Alabama, Inc.
Northport, Alabama

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptroller General of the United States, the financial statements of the business-type activities of
Ability Alliance of West Alabama, Inc. (the Organization) as of and for the year ended September 30, 2020,
and the related notes to the financial statements, which collectively comprise the Organization’s basic
financial statements, and have issued our report thercon dated February 9, 2021.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s internal
control over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Organization’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Organization’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness,
yet important enough to merit attention by those charged with governance.

Our consideration of the internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did identify a deficiency in internal
control that we consider to be material weaknesses. However, material weaknesses or significant deficiencies
may exist that have not been identified. We consider the deficiency described in the accompanying schedule
of findings and questioned costs as item 2020-01 to be material weakness.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance that are required to be reported under Government
Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing

Standards in considering the entity’s internal control and compliance. Accordingly, this communication is
not suitable for any other purpose.

Certified Public Accountants
Tuscaloosa, Alabama

February 9, 2021
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH
ALABAMA DEPARTMENT OF MENTAL HEALTH CONTRACT

To the Board of Directors
Ability Alliance of West Alabama, Inc.
Northport, Alabama

We have audited the contract G3-3366-54H between the Department of Mental Health (DMH) and Ability
Alliance of West Alabama, Inc. (the Organization) as of and for the year ended September 30, 2020.

Compliance with DMH contract, and all laws, rules, and regulations applicable to the Organization is the
responsibility of Organization’s management. As part of obtaining reasonable assurance about whether the
contract, and all applicable laws, rules, and regulations were complied with, we performed certain tests of
transactions and made other determinations as outlined in each requirement of Section 12, Audit for
Compliance with the Contract of the DMH Audit Guidelines. Revenues and expenses were analyzed to
determine if they were in compliance with applicable terms and conditions of the contract. Funds claimed as
match for federal programs were audited to determine if they were allowable and adequate to match the
federal funds received.

The results of our tests disclosed no material instances of noncompliance with the DMH contract, and all
applicable laws, and regulations.

This report is intended for the information of management and DMH. However, this report is a matter of
public record and its distribution is not limited.

Certified Public Accountants
Tuscaloosa, Alabama

February 9, 2021
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended September 30, 2020

A. FINDINGS — FINANCIAL STATEMENT AUDIT

2020-1 Service Claim Billing in Excess of Supporting Documentation
Condition: ~ The Organization overbilled Medicaid for certain individuals.

Criteria:  The Organization is required to comply with the DMH contract, grant, or agreement,
Provider Agreement (if any), the State Ethics Law, and all applicable Federal, State, and Local laws,
regulations, and fiscal and programmatic policies/procedures.

Cause: Individual employees are responsible for reporting their own billings and, in some
instances, errors were made in selecting AM or PM when entering the starting or ending time. This
resulted in more than 12 hours of time charged on a bill in one day. The 12 hours or 144 units were
improperly billed to the State and collected by the Organization.

Effect: The Organization overbilled the Department of Mental Health $28,132 during the year-

ended September 30, 2020 and has subsequently recorded a Medicaid liability for the repayment of the
funds.

Recommendation: While management had controls/policies in place to detect this type of error, they
were not followed at all times during the year. We recommend that management review its
controls/policies and make modifications to insure this type of error is detected and corrected on a timely
basis.

Response: At the beginning of the Covid-19 pandemic (March-May, 2020), we closed the office and
changed to remote operations. During this period, the supervisory staff assigned did not check these
entries as thoroughly as required by our control procedures.

The result was:
*65.13% of the errors occurred in March-May, 2020.
*46.0% of the errors were attributable to 2 staff members.
*This accounts for 81.25% of the errors.

Effective immediately, the accounts receivable clerk will review every payroll for any daily charges in
excess of 60 units for accuracy and proper documentation. In addition, the staff member that accounted
for a majority of the errors has been terminated and we are in the process of making a decision in regard to
the other staff member. We have also advised the DMH-DD Region office regarding these errors and are
in the process of making arrangements to reimburse any over billings to DMH.





